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Paying Down the Public Debt: 
The Missed Opportunity 

Just two years ago, there was a firm bipartisan consensus in Washington to pay down — 
and ultimately to pay off — the public debt. And for good reasons: 

!	 Lower Public Debt Means Lower Interest Costs — As recently as 1991, the federal 
government had to spend 18.4 cents of every tax dollar just to pay interest on the public 
debt. Those interest payments bought absolutely nothing for the American taxpayer. 
Paying down the debt, and thus bringing down the government’s interest obligations, 
would add enormously to our nation’s budgetary strength and flexibility. And it would 
create opportunities to address the looming demographic pressures on Social Security. 
Every plan to make Social Security financially sound requires resources beyond the 
revenues from the existing payroll tax. Members of both parties favored debt reduction 
because they saw interest savings as resources that could help to save Social Security. 

!	 Paying Down the Debt Strengthens the Economy — Debt reduction — which means 
running budget surpluses — adds to the nation’s pool of savings. Those savings are then 
available to private businesses to invest, expanding the size of the economy’s productive 
base and increasing worker productivity. This, too, helps in addressing our number one 
budgetary and economic challenge: the retirement of the Baby Boom generation. 

That is why the Administration claimed with pride in its budget of early 2001 that it 
would pay down all possible public debt by fiscal year 2008 — even after paying for its tax cuts, 
financing a prescription drug program for the elderly, reforming education, expanding the 
defense establishment, and financing the privatization of Social Security. 

But the story in the Administration’s new Mid-Session Review of the budget is 
dramatically different. Discussions of debt reduction have faded to the background. The 
Administration now expects to pay $1.15 trillion more in debt service over ten years (2002 -
2011). And as a result, all discussion of saving Social Security has disappeared. 
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The reason is clear. On the very last line of the very last page of the Mid-Session Review 
(see next page), the Administration reveals that even with all of the assumed economic growth 
from its highly touted tax cuts (past and proposed), and even with all of the spending restraint 
that it unrealistically assumes, the nation’s debt will be higher at the end of 2007 than it was at 
the end of 2001. 

The first of the Baby Boomers will begin to claim Social Security benefits in 2008, when 
they reach 62 years of age. The Administration’s Mid-Session Review reveals that, with the 
President’s budget plan, we will by that time have accomplished less than nothing to prepare for 
this momentous economic and budgetary challenge. History may judge this as one of our 
nation’s most important missed opportunities. 
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